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OMB Number: 3235-0123
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SEC FILE NUMBER
81119¢@

Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING ___1/1/02 AND ENDING

MM/DDAYY

12/31/02

MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

Family Investors Company

OFFICIAL USE ONLY

FIRM 1D. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) '
265 South Avenue
. : (No. and Street)
Fanwood NJ 07023
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Fred J. Chemidlin, Jr.

908-322-1800

(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Cerefice & Company

(Name — if indi}'idua!, swate last, first, middle name)

1103 Westfield Avenue Rahway NJ 07065
(Address) (City) (State) RééESSED
CHECK ONE:
(% Certified Public Accountant i MART3 2003
O Public Accountant \
0 Accountant not resident in United States or any of its possessions. THOMSON
EINANCIAL

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).
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R JPlotential persons who are to respond to the collection of information
SEC 1410 (3-91) contained in this form are not required to respond unless the form displays



OATH O ATTIRMATION

1, Fred J. Chemidlin, Jr. , swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Family Investors Company

, as of

December 31, 2002 , BX , are true and correct. I further swear (or affirm) that neither the company
nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

No exceptions

2Ny Y
e ]

Tide

CEO

\—/@1} thk/ij. |
Q@ y BETTY J. FENNIMORE

- NOTARY PUBLIC OF NEW JERSEY

My Commission Expires Feb. 8, 2004
This report** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

. (d) Statement of Changes in Financial Condition.

(e) S:iatement of Changes in Stockholders’ Equity or Panners or Sole Propnetor s Capxtal

(f) Statement of Changes in Liabilities Subordmated to Claims of Creditors.

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

(1) An OQath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Q0L O O30 O3 O K

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART A
BROKER OR DEALER Family Investors Company N 3 m n 190
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
as of (MM/DD/YY) 12/31/02 99
secFiLeno._8=11196 98
ASSETS ConsolidazedT 198
Unconsolidated | X ' 199
Allowable Non-Allowablas Total
e U s 230,402 200 s 230,402 750
2. Recervables from brokers or dealers:
A, Clearance account. v v v e iv it innennnns ! 295
B. Other. . oot 300 IS 550 810
3. Recewvables from non-customers. . ......... 55,347 355 54,9904 600 |7 110,341 830
4. Securities and spot commodities
owned, at market value:
A, Exempled SeCUfilies .. ...vviaratenan. 418
B. Debtsecurities. .. ovovevne i, 419
[ B © 7 YT~ T T 420
D. Othersecurities .. . vovevveiineer oy 2,396 424
E. SPOtCOMMOTItIES v v vvevernrernnnnnn, ! 430 2,396 850
5. Securities and/or gther investments ’
not readily marketable:
A Atcont 75_7,200 130
8. Atestimated fairvalue .....vunrn.... 440 7,200 610 1,200 860
6. Securities borrowed under subardination agree-.
ments and partners’ individual and capital
securities accounts, at market value: 450 630 880
A. Exempted
securities S 150
8. Other
securities S 160
7. Secured demand NOLES: .. v v nent .. 470 €40 830
market value of collateral:
A, Exempted
‘securites S ' [1_7ﬂ
B. Other
securities S 180
8. Memberships in exchanges:
A. Owned, at
market S 150
B. Owned, atcost . ..uurrurnennennnns 650
C. Contributed for use of the company,
atmarketvalue . ... .. i Z 660 900
9. lInvestmentin and receivables from
atfihates, subsidiiries and
associated partnerships .. ..oy 480 670 913
10. Property, lurniture, equipment,
leasehold improvements and rights
undar lease agreements, at cost-net
of accumulated depreci: tion
ANC AMOTHIZANON . . v e e e [(a30 ] 18,639 680 |7 18,638 [(e20
11, OURer asiels. oottt e e 535 4,867 735 4,867 930
12, TOTAL ASSETS ©oveeenannnnnns vs 288,145 540 | § 85,700 74018 373,845 940

OMIT PENNIES

1776 The accompanying notes are an integral part of these financial statements.




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A

BROKER OR DEALER - pamily Investors Company

as of

12/31/02

13
14,

15,
16.

20.

21
22.
23.

24,
25

1176

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING

AND CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l.
Liabilities Liabilities Liabilities Total

Bank 103ns Payable. oo i e S 1045 § [1_2@,',5 mj
Payable to brokers or dealers:
A, Clearance acCount .. v e nn v inennennnn 1114 1315 1560
B OHREr e " 1115 1305 1540
Payable tononcustomers. . ..o vv e 1155 1355 1610
Securities sold not yet purchased,

atmarketvalue .. .oviivie i, 11350 l 1620|

Accounts payable, accrued liabilities,

114,645 [168s]

expenses and Other ... oot innnnna, 114 r645 l1205] -0- -11385 I

Nates and mortgages payable:
Ao Unsecured . oottt e e e 1210

1690

B Secured..........iiiieiiiiiiiaiaa 1211} v [1390] ¥

1700

Liabilities subordinated to claims
of general creditors:

A. Cash DOrrowings: ..o enrvennerennns ‘ ] 1400 l

11710’

v
1. fromoutsiderss $ 970
2. Includes equity subordination {15¢3-1 (d)}

of .... $ ! l

114101

8. Securities borrowings, at market value:, . .

}1720'

880
from outsiders $ I 930 l
C. Pursuant to secured demand note

coliateral agreements. .. ..o iu s l 1420

|'|730l

1. from outsiders $ | 1°°°|

2. -Includes equity subordination (15¢3-1 (d)}

of .... 3 1010
D. Exchange memberships contributed for o :
use of company, at market value. ..., ... l 1430 l 1 ’"01
E. Accounts and other borrowings not
qualified for net capital purposes ....... 1220 1440 1750
TOTAL LIABILITIES ....vvvnes. $114,645 1230) § -0~ 1450) $ 114 _g45 1760
Ownership Equity
R I oY 1AL R <12 111~ TP I S T I T T T TP S EI ES 1770
Partnership liimited partners . ........... ‘YS l 1020 i) 1780
Corporation:
AL PrelrrBd S10CK vt vttt o n it i ey e 1791
B, COMMON SIOCK + ittt e et et e e et e e et e e e et e e 49.125 ;___1_712_
C. ACTItIONa! B3Id-N CADIAN « v e v et e e et e e e e et e e e e e e e e e 1793
D. RElAINEA BATMINGS & ot v e v e e e e te e et e e e o e r e e e e e e e 210,075 __1_7_94_1
. TOWl o oo 259,200 AL
F . L855 CAD1A) STOCK 1N LrBASUIY + ¢ v v v s e n e e ae e s th e b et e o n ettt e e bt e e ,'5( L’_’_gi
TOTAL OWNERSHIP EQUITY « e vne ettt e ettt e et e e e e e e e e e e et e e e $259,200 | 189%
TOTAL LIABILITIES AND OWNERSHIP EQUITY e e et e e e et e e et e e e $373,845 1810

OMIT PENNIES

The accompanying notes are an integral part of these financial statements.
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FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT

PART HA
BROKER OR DEALER Family Investors Company ssof _12/31/02
COMPUTATION OF NET CAPITAL
1. Total ownership equity from Statement of Financial Condition. .. ... uuter et it e e e $ 259,200 3480
2. Deduct ownership eqQuity not altowable for Net Capital . ..o uutt et rte s et n et e eacianan ey L( )] 3490
3. Total ownership equity qualilied for Net Capital .. .............. e e 259,200 3500
4. Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of netcapital. .. ............... 3520
8. Other {deductions) or allowable credits (List). . ... ....oovurenviinnen.. e 3525
Total capital and allowable SUBOTAINETEd TaDHIIES .+« v\ttt e e e e e teetee e et e e eneae e raeees $ 259,200 3530
Deductions and/or charges: 'Y,
A. Total nonaliowable assets from Statement of Financial Condition{Notes Band C) $ 85,700 3540
B. Secured demand note eliCienCy .« v v vt et ittt it it i 3580
C. Commodity lutures contracts and spot commodities-
proprietary CapHal Charges. . .o ittt ittt et e 3600
O. Other dedUCtions and/Or CRATGES . . . vt o vt e vee st innnnennenrnns 3610{ ( 85,700 Il 3620
7. Other additions and/or allowable eredits LLIsSt) .. ... ...ttt i 3630
8. Nelcapital before hairCuts 0N SECUTItIES POSILIONS L\ .t uuuutcivnne e ittt ent et aoaasaeeannnns ys 173,500 3640
9. Haircuts on securities (computed, where applicable,
pursuant to 15¢3-1 {f) }:
A. Contractual securities COMMItMENTS . ..ot uuure i onoronsnnootssosenanns S 3660
B. Subordinated secuUrities DO OWINGS . . ., .ttt ne et nseoeroeansan 3670
C. Trading and investment securities:
1. Exempled seCUrItiBS . L . . ittt e et e i e, |'a 3735
2. Debtsecurities . .. i i e e e e 3733
0 171,V O 3730
4. Other securities . .. .. Mutual Fund........................ 359 3734
D. Undue Concentration ... . itiutiinioeeesnnnoeronenoncoensinanses - 3650
E. Other (Listh........ Money.Market. .Account............. 4,229 3736} | 4,588 ) 3740
Lo LT oF T ) PP $ 168,912 3750

OMIT PENNIES

The accompanying notes are an integral part of these financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1IA

BROKER OR DEALER Family Investors Company asof__12/31/02

. . COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
This computation was made %y Cerefice & Company.

The.result is not materially different from that

Port & of the client.
11, Minimum net capital required (6:2/3% of tine 19) L. .. . i e 3 7,6 43 ] 3756
12. Mbinimum dollar net capital requirement of reporting broker or dealer and minimum net capital reguirement
of subsidharies computed in accordance with Note LA) L. .. . 3 25,000 3758
13. Netcapital cequirement {greater 0f line 11 0r 12) L L i it ettt e e e s ..25,000 3760
T4, Excess nercapital (hine 10 1ess 130 L L i e e s 143,912 3770
15. Excess net capital at 1000% {line 101ess 10% 0 1ine 10) . L. i e iie ettt eaee s S 157,447 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total Al labilties from Statement of Financial Congition. ...ttt it e ettt et $ 114,645 I 3790 l
17. Add:
A. Dralts Tor immegdiate €rBdit. .\ u v ettt st iis et ei e e M 3800
B. Market value of securities borrowed lor which no equivalent ’
value 15 paid Or €redited .. .. $ 3810
C. Other unrecorded amounts{Listl. . ...ttt ennnnnnnn. e s 3820 3830
19, T01a1 3G0regate 1NOBERTMEES L o\ttt sttt et ettt et ettt et e e $ 114,645 3840
20. Percentage of aggregate indebtedness to net capital Hine 19 2by line 10} . ..o\ u ittt it it eirianenans % 67.87 3850
21. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-0 {d) v vt e in et ene ceeenens % 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B

22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule

15¢3-3 prepared as of the date of the net capital computation including buth brokers or dealers

3nd CONSOlIdated SUDSITIArIEs’ RbIlS . L.\ttt ettt st ettt ettt et e e $ [3870]
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital

requirement of subsidiaries computed in accordance with Note [A) .. .. ... . i it e i e ,',S 3880
24. Net capital requirement (greater 0f line 22 0r 23} L . L L it i et e e e e e e $ 3760
25. Excess net capital (e 10 155 28] L L. .ttt e $ 3910

26. Netcapital in excess of: - . : : . : - .
5% of combined 35g7egate debrt 1trmMs 6r S120,000 . ..ottt ittt et et e e $ 3920 ,

OMIT PENNIES

NOTES:
{A) The minimum net capital requirement should be camputed by adding the minimum dollar net capital requirement
of the reporting broker deater and, for each subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement, or
2. 6:2/3% of aggregate indebtedness or 2% of aggregate debits if alternative method is used.
(8} Do not deduct the value of securities borrowed under subordination agreements or secured demand note
covered by subordination agreements not in satisfactory form and the market values of memberships in
exchanges contributed for use of company (contra to item 1740) and partners’ securities which were
included in non-allowable assets.
{C) For reports filed pursuant to paragraph (d) of Rule 17a.5, respondent should provide a list of material

non-atlowatle assets.
The accompanying notes are an integral part of these financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART 1A

BROKER OR DEALER Family Investors Company

For the period (MMDDYY) trom |,  1/1/02  |3932]t0 12/31/0[g8%
Number of months included in this stalement 12 months 3931
STATEMENT OF INCOME (LOSS)
REVENUE
1. Commlssions:
a. Commissions on transactions In exchange listed equity securities executed on an exchange. . .....vvevenenrnnnis 3 26,768 m
b. Commissions on 115180 0PlON 1ANSBCHONS L.ttt uneer e ereneres e ennteeennnsinseesonteanoenseeenenens y 3938
¢. All other securities commissions ...... PP 3339
d. Total seCUrllies COMMISSIONS o .ty e e eeete st enonrseeanraroennsenaassans ettt e e 26,768 3340
2. Gains or losses on lirm securities trading sccounts
8. From market making In oplions on @ nalional SeCUIliEs BXCRANGE L.ttt tetiereernnnneeneoreenarsnsnorenns 3348
b. From all other trading ...... Cerareeesrenes ey Ceraaeas st e i erereraenteeaeaaens 3949
C. Tolal Galn (1088) Lottt iieeereatannnnnesneeneerenenssns f et s e et e e e e 33%0
3. Gains or losses on firm securities investment aCCOUNIS ....vvnvrvineiaaannss Ceseeeeiiaa IR Q 572 7 |ns2
4. Profit {loss) from underwriling and selling groups ........... . cereas et ettty s ey e M 3958
5. Revenue trom sale of investment company shares ............. ettt essesanens beeresaasans et te ettt 347 ’ 510 3370
8. Commodilies revenue ............. v re et sei e setas e teeereereie ettt rrenan P 3950
7. Fees for account supervision, Investment advisory and administralive services ....... st aae e aea e eas 506 ' 034 3978
8. Other revenue ............ et iiierieneane Seeresienitetiarescinianan e ietereriesenanienans Chiiesenans Cereiee 227,477 3238
9. Total revenue ......... N Cabeereeetsenienares i ttanns fresaaannass srrsesaen $ 1,107,217 €00
EXPENSES
10. Salaries and other employment cosls for genaral partners and voling stockholder officers .............. Ceeraaaes S 121,000 4120
11. Other employes compensation a8nd banafits +............. Cereeieas e N Cereraeaaaa, e ,', 765,680 4118
12. Commissions pald to other broker-dealers ........... G et e ie e, . 414
13, INterost @XDBASE . iiur it trntt it i ittt et ettt eaaa.e 4075
a. Includes intarest on accounts subject to subordinalicn agreements ... ..vvvevenn.. .
14, Pagulalory tecs and expensas ......... e et e et e e e ea e eaaians 10,254 4193
15. ORer XPOASES .. uvvnreirsrireeeeern s eereenerenns e e e e e et 220,603 4100
16, TOlal BXDBASES ittt it er it ettt e et e e e aee s e e e e s s 1,117,537 4200
NET INCOME
17. Ns! Income (loss) belore Fadera! Incomes laxes and ltems below (llem G less Item 16 ). ... i iieniiiennnnnnnnnns s < 10,320 > 4210
18. Provision lor Federal Incoma taxes (for parent only) ..<.benef.i.t.7... .................................... Y < 902 7 4220
19. Equity In earnings (losses) ol unconsclidaled subsidiaries not Included 8bOVE .. ...oveviiiiiniinenrerininannnns 4222
8. Alter Federal income taxes e! ............. Ceer e Cereeen eeeeeieiaereas '4_‘23?]
20. Extraordinary gains (los388) .....vvininiininiinennn,s F e e e e e ‘2£J
a. Aller Federal income laxes of ....... e e e e a e eean e 142331
21. Cumulative efect ol changes In 8CCoUNliNg BrANCIDIES ... iirueiiittiieriinentarinseonasensnsnsnecrensnnsnnnis r‘_zzs—
22. Net income (loss) aller Federal income taxes and exiraordinary items ..... e e e $ {9,418 2 |4®
MOMNTHLY INCOME
23. Income (current month only) belore provision for Fecdaral income taxes and extraordinary ftems.................... $ @

The accompanying notes are an integral part of these financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART HIA

BROKER OR DEALER Family Investors Company

For the period IMMDDYY) from 1/1/02

0 12/31/02

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning Of PeriOd. oo v it ittt it e et e e e i e 268,618 4240
L S T T T T o T 13 R <9 ’ 418 > 4250
B. Additions {Includes non-conformingcapital of .. ... ... ...t ereinnnnnnn.. Yys 4262 | 4260
C. Deductions {includes non-conformingcapital 0f . ... 0t e .. $ 4272 | 4270
2. Balance, end of period (Fromitem 1800 .. . ..ttt ettt teaneenenseaeneneratanronaesanns 259,200 l 4290 I
STAT:Z/"ENT OF CHANGES IN LIABILITIES SUBORDINA_TED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, beginning OF PEriod ot o et et nun et s tanenneensssnernetneeaensssneassesnaceseaaeeaearaenss y None 4300
T LT T 11 4310
(20 T T 11T P . 4320
4. Balance, end of period (From i1em 3520) . .. .ttt tin it ineiene it ete e rraaesansanenoneaneonnns None I 4330 l

OMIT PENNIES

The accompanying notes are an integral part of these financial statements.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORY
PART IlA

BROKER OR DEALER Family Investors Company as ol 12/31/02

Exemplive Provision Under Rule 15¢3-3

25. 1! an exemplion from Rule 15¢3-3 is claimed, identily below the section upon
which such exemption is based (check one only)

A, (%) {1)—$2,500 capitai calegory 8s per Rule 15C3:) L i it ittt it e et i e ) | 4550
8. (X) {2}{A)—"Special Accoun! for the Exclusive Benelit of

CUSIOMEIS ™ MAINIAINET 4ttt ittt et s et e et anenseteernseensonuneseennusneeneensonneieanenrnes l 4560]

C. {x) {2)(B)—AIll customer transactions cleared through another

broker-dealer on a lully disclosed basis. Name of clearing
firm o Fiserve Securities, Inc. [4335] v 4570
D. (x} (3)—Exempled Dy order 6f 1he COMMISSioN L uut v irit et anentounssrsneetoroassessonersrrsnaennes 4580

Based on our review of the client’s procedures, we concur in this
claim for exemption.

The accompanying notes are an integral part of these financial statements.
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Ownership Equily and Subordinaled Liabilities maturing or proposed to be

withdrawn within the next six months and accruals, {as defined below),
which have not been deducted in the computation of Net Capital.

Type of Proposed

withdrawal or Amount to be With- (MMDDYY) Expect
Accrual Insider or drawn (cash amount Withdrawal or to
See below lor Outsider? and/or Net Capital Malurity Renew
code to enter Name of Lender or Contributor ('n or Out} Value ol Securities) Date [yes or no)
y 4600 4601 4602 4603 4604 4505
’, 4610 4611 4612 4613 4614 4615
,'. ' 4620 4621 4622 4623 4624 4625

M 4630

4631 4632

4633 4634

4635

4640

4641 4642

A643 4644

4645

y 4650

4651 4652

4653 4654

4655

4660

4661 4662

4663 4664

4665

M 4670

45671 | 4672

4673 4674

4675

M 4680

4581 4682

4683 4684

4685

e 2] 2] (2] (2] 2] (o] ] ]

M 4630

SERERERERERERERERE
S HEEE R

4691

Nl
IR

4693 4634

4685

TOTAL § %

None 4699

EHRENEN R RERENENENE

OMIT PENNIES

Instructions: Detail listing must include the total of items maturing during the six month period following the
report dale, regardless of whether or not the capital contribution is expected to be renewed. The
schedule must also include proposed capital withdrawals scheduled within the six month
period following the report date inciuding the proposed redemption of stock and payments of
liabitities secured by fixed assels (which are considered allowable assets in the capital computation
pursuant to Rule 15¢3-1{c}{2){iv)), which could be required by the tender on demand or in less

than six months.
WITHORAWAL CODE: DESCRIPTION

Equity Capital
Subordinated Liabililies
Accruals

15¢3-1(c)(2)(iv) Liabilities

bl sl

3/78

The accompanying notes are an integral part

Page 8

of

these financial statements.




FAMILY INVESTORS COMPANY
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2002

CASH FLOWS FROM OPERATING ACTIVITIES:
Net (Loss)

Adjustments to reconcile net income to net cash provided
by (used in) operating activities:
Depreciation
Deferred taxes
Investment income
Net Unrealized losses on investments other than trading

(Increase)Decrease in operating assets:
Accounts Receivable
Prepaid expenses
Other assets
Increase (Decrease)in operating liabilities:
Accounts payable
Accrued expenses
Customer Exchange
Income Taxes payable
Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Investment income
Purchase of long term investments

Decrease in interest receivable
Purchase of furniture and equipment

Net cash used in investing activities

DECREASE IN CASH

CASH - January 1, 2002

CASH - December 31, 2002

Less Petty cash treated as other “non-allowable” asset

CASH - December 31, 2002 per line 750, Focus Report

Page 9

(

(

(

(

(

(

9,418)

5,951
768)

1,331)
572

16,937)
350)
3,651

4,326
2,599)
45,782)

4,662)

67,387)

1,331

1,336)
113
550)

442)

67,829)

298,431

230,602

200)

$ 230,402




FAMILY INVESTORS COMPANY
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2002

NET LOSS
OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAX:
Unrealized losses on investments:

Unrealized holding losses arising
during the period § (572)

OTHER COMPREHENSIVE INCOME (LOSS)
TOTAL COMPREHENSIVE INCOME (LOSS)

Page 10

$( 8,846)
( 572)
$( 9,418)




Family Investors Company
Notes to Financial Statements
December 31, 2002

1. Organization and Nature of Business

The company, a New Jersey Corporation, is an introducing broker registered with the
Securities and Exchange Commission (SEC) and is a member of the National Association
of Securities Dealers (NASD).

2. Significant Accounting Policies
Securities Transactions

The company accepts customer orders for equity securities but clears the orders through
another broker. The clearing broker settles the customer transactions and pays the
company a commission. Customer payments for investment company shares are
deposited into a trust account. A check for the actual cost of the shares less the
company’s commissions is drawn from the trust account and sent to the investment
company. The company transfers the amount of commissions to the operating account
by writing a check drawn on the trust account.

Commissions

Commissions and related expenses are recorded on a trade-date basis as securities
transactions clear.

Fees for Account Supervision and Administrative Services

Account supervision and administrative services fees are received at various intervals
depending on the payment schedules for the investment companies but are recognized as
income on a pro-rata basis over the term of the contract.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles required management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclose contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Page 11




Family Investors Company
Notes to Financial Statements
December 31, 2002

Income Taxes

Federal and State income taxes are recorded as of the date of the financial statements
utilizing currently enacted tax laws and rates. The amount of current and deferred taxes
payable or refundable is recognized as of the date of the financial statement. Deferred tax
expenses or benefits are recognized in the financial statements for the changes in deferred
tax liabilities or assets between years.

Depreciation

Depreciation is provided on a straight-line basis using estimated useful lives of five to ten
years.

Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Company has defined cash equivalents
as highly liquid investments, with original maturities of less than ninety days, that are not
held for sale in the ordinary course of business.

Concentrations of Credit and Market Risk

The company is engaged in various activities in which counter-parties primarily include
broker-dealers, banks, and other financial institutions. In the event counter-parties do not
fulfill their obligations, the company may be exposed to risk. The risk of default depends
on the creditworthiness of the counter-party or issuer of the instrument. Management
believes it is not exposed to any significant credit risk. Cash deposits in financial
institutions are below the FDIC Insured amounts.

Financial instruments that potentially expose the company to concentrations of credit and
market risk consist primarily of cash equivalents. Cash equivalents are maintained at a
high-quality investment company. The company has not experienced any losses on its
cash equivalents. Management believes the company is not exposed to any significant
market risk on cash equivalents since cash equivalents are invested in a money market
account invested in U.S. Government securities.

3. Securities and other investments

Securities at fair market value consist of investment in a mutual fund. Net unrealized
holding gains and (losses) on this investment in the amount of $(572) and $100 for the
years ended December 31, 2002 and 2001, respectively, have been included in
accumulated other comprehensive income. Securities not readily marketable consist of
stock and warrants of NASD, Inc. a privately held company. Transfer of these shares is
restricted and fair market value is not readily ascertainable.
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Family Investors Company
Notes to Financial Statements
December 31, 2002

4. Property, Furniture, and Equipment
Property, furniture, and equipment consist of the following:

Computers and Office Equipment § 68,580
Furniture and Fixtures 33,115
Computer Software 1.982

103,677
Less Accumulated Depreciation 85,039

3 18,638

Depreciation expense of $5,951 for the current period was calculated on a straight-line
method over 5 years for equipment, 7 years for Furniture and Fixtures, and 3 years for

Software.

5. Receivable from Broker-Dealers and Clearing Organizations

Amounts receivable from broker-dealers and clearing organizations at December 31,
2002, consist of fees and commissions receivable in the amount of $98,273.

6. Commitments and Contingent Liabilities

The company has obligations under operating leases with initial non-cancelable terms in

excess of one year. Approximate aggregate annual rentals for office space and equipment
at December 31, 2002, are as listed below:

2003 $ 50,900
2004 $ 50,112
2005 $ 3,813
2006 $ 544

3 105,369

Lease payments for the year ended December 31, 2002 were as follows:

Office rent $ 35,721
Automobile lease $11,224
Equipment rental $ 4.048

350,993
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Family Investors Company
Notes to Financial Statements
December 31, 2002

7. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (SEC rule 15¢3-1), which required the maintenance of minimum net capital
and requires that the ratio of aggregate indebtedness to net capital, both as defined, shall
not exceed 15 to 1. At December 31, 2002, the Company had net capital of $168,912.

8. Accumulated Other Comprehensive Income

Accumulated other comprehensive income consists of net unrealized gains (losses) on
securities of $(472) and $100 as of December 31, 2002 and 2001, respectively.

9. Common Stock

The Company has 2,500 shares of no par value common stock authorized of which 1,125
shares have been issued and are outstanding.

10. Income taxes

The current and deferred portions of the income tax expense included in the statement of

operations as determined in accordance with FASB Statement No. 109, Accounting for
Income Taxes, are as follows:

Current Deferred Total
Federal $ ( 388) $(514) $( 902)
State 331 ( 254) 77
Total $ (57 $( 768) $ ( 825)

Deferred tax assets and liabilities consist of the following:

2002 2001

Deferred tax liability $ 3,197 $ 3,965
Deferred tax asset (4,336) (3,587)
Valuation allowance 4,336 3,587
$ 3,197 $ 3.965

The tax provision defers from the expected income tax expense that would result from
applying U.S. statutory income tax rates to income before income taxes because of non-
deductible expenses of approximately $10,500.
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CERTIFIED PUBLIC ACCOUNTANTS
A PROFESSIONAL CORPORATION

1103 WESTFIELD AVENUE
RAHWAY, NJ 07065

PHONE: 732/382-3800

FAX: 732/382-0213
E-MAIL: CPA@CEREFICE.COM

The Shareholder
Family Investors Company
Fanwood, New Jersey

In planning and performing our audit of the financial statements of Family
Investors Company, (the company) for the year ended December 31, 2002, we
considered its internal <control, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control.

The management of the Company is responsible for establishing and maintaining
effective internal control and practices and procedures to comply with
requirements of regulatory agencies. One of the objectives of internal
control and the practices and procedures 1is to provide management with
reasonable but not absolute assurance that transactions are executed in
accordance with management’s authorization and recorded properly to permit
the preparation of financial statements in conformity with generally accepted
accounting principles.

Because of inherent limitations in internal control or the practices and
procedures referred to above, error or fraud may occur and not be detected.
Also, projection of any evaluation of them to future periods is subject to
the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate. Our
consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness 1is a
condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions.
However, we noted no matters involving the internal control over financial
reporting and its operation that we consider to be material weaknesses.

This report is 1intended solely for the information and wuse of the
shareholder, management, and regulatory agencies that rely on rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and 1is not intended to be and should not be used by
anyone other than these specified parties.

‘ R ) @—%
CerefigL & Compa

Certified Public Accountants
Rahway, New Jersey
January 30, 2003
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